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E.O. 1 1652: GDS 
TAGS: ENRG, OPEC, KU 

SUBJECT: BP TO REDUCE PIRST QUARTER LIPTINGS OP KUWAITI OIL 
REF: (A) KUWAIT 0083, (B) KUWAIT 0156 
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1. BRITISH EMBASSY COUNSELOR PROVIDED AMBASSADOR WITH 
FOLLOWING INFORMATION CONCERNING RECENT VISIT OF BRITISH 
PETROLEUM (BP) TEAM TO DISCUSS WITH GOK MINISTRY OF OIL 
PROBLEMS RAISED BY NEWLY IMPOSED PRICE INCREASE. MINISTRY 
WAS TOLD THAT BP COULD NOT BE EXPECTED TO LIFT KUWAITI OIL 

UP TO THE AMOUNT OF ITS NORMAL COMMITMENT (450,000 B/D) DURING 
THE FIRST QUARTER OF 1977 BECAUSE OF THE INCREASED PRICE LEVEL. 
UNLIKE THE OTHER MAJOR OFFTAKERS, GULF AND SHELL, BP DID 
NOT STATE THAT IT WISHED TO NEGOTIATE THE NEW PRICE AND 
IMPLICITLY INDICATED THAT IT WOULD PAY THE NEW GOK PRICE FOR 
THE OIL THAT IT WOULD PURCHASE. THE BP TEAM APPARENTLY DID NOT 
MAKE ANY COMMITMENTS REGARDING THE SECOND QUARTER, BUT LEFT 
THE OIL MINISTRY IN NO DOUBT THAT THE TOTAL BP LIFTINGS 
DURING THE FIRST QUARTER OF 1977 WOULD BE CONSIDERABLY REDUCED. 

2. UK COUNSELOR COMMENTED THAT BP OBTAINED THREE-FOURTHS OF ITS 
CRUDE FROM THE OPEC ELEVEN COUNTRIES WHICH HAD ADOPTED THE 
10-15 PERCENT PRICE INCREASE. HE MADE POINT THAT, IN ORDER 

FOR BP TO RESIST CURRENT PRICE INCREASE, ARRANGEMENTS FOR IT 
TO PURCHASE CERTAIN QUANTITIES OF SAUDI CRUDE WOULD HAVE TO 
BE ASSURED. 

3. COMMENT: WITH BP JOINING GULF AND SHELL IN REDUCING 
FIRST QUARTER LIFTINGS OF KUWAITI CRUDE, THE SQUEEZE ON GOK 
IS COMPLETE. PRESSURE IS CLEARLY BUILDING UP ON GOK TO FIND 
WAY TO RESOLVE PRICE LEVEL DISPUTE AND REALLIGN PRICES WITH 
SAUDI ARABIA. THERE IS STILL, HOWEVER, A CONSIDERABLE 
AMOUNT OF RESISTANCE IN THE MINISTRIES OF OIL AND FINANCE 
TO THE LOWERING OF THE 10 PERCENT PRICE INCREASE. VISIT OF 
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THE SAUDI OIL UNDERSECRETARY AL-TURKI MAY BE FIRST STEP 
IN DIRECTION OF REALIGNMENT PROCESS. HE HAS COME TO KUWAIT 
TO SEEK CLARIFICATION OF PRICES TO BE CHARGED FOR CRUDE 
PRODUCED IN THE NEUTRAL ZONE SHARED BY KUWAIT AND SAUDI ARABIA. 
EVERY EFFORT MADE BY SAUDI ARABIA TO PROVIDE CRUDE SUPPLIES IN 
SUFFICIENT QUANTITIES TO OTHER THAN THEIR NORMAL CONSUMERS, 
SUCH AS BP, SO THAT PRESSURE CAN BE MAINTAINED ON THE OPEC 
ELEVEN, PARTICULARLY THOSE MEMBERS IN WEAKER POSITIONS LIKE 
KUWAIT, WILL BE HELPFUL IN FORCING THE OPEC ELEVEN COUNTRIES 
TO BACK DOWN FROM THEIR DOHA MEETING POSITION. 
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